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Good Morning. | thank the Subcommittee Chairman for yielding me time and for holding
this hearing.

Today, the Subcommittee has the opportunity to review the operations of NTIA. By ‘many
measures, NTIA is arelatively small federal agency. It has an operating budget of approximately
65 million dollars and employs 278 full-time employees. Nevertheless, Congress and this
Committee have an obligation to ensure that NTIA is operating efficiently and that American
taxpayers are not funding unnecessary federal programs.

In particular, NTIA spends a great dea of time, resources and effort to operate the
Telecommunications and Information Infrastructure Assistance Program, or “TIIAP.” Through
careful analysis we have determined that most of the TIIAP grant money is no longer necessary and
should be substantially reduced in size or terminated altogether. We have also discovered that this
grant program has the ability to distort the workings of the free market and potentialy harm small
businesses.

The stated purpose of the TIHIAP grant program isto help provide all Americans with access
to advanced telecommunications services. As I understand the FCC’s current universal service
proposdl, it is considering distributing billions and billions of dollars to a vast group of beneficiaries.
which include many of the grantees of the existing TIIAP program. In addition, it’s worth noting
that other federal agencies have requested billions of dollars for grant programs that would overlap
with TITAP. Some of these requests have come from the Department of Education, the Department
of Justice, the Department of Housing and Urban Development, and the Department of Agriculture.

More importantly, it is becoming clear that these grants are not, nor could they ever be.
distributed in a competitively-neutral manner. Once the grants are distributed to the winning grantee.
the marketplace has become instantly manipulated at the detriment of competing service providers.
For example, in reading the statement from Andrew Fields of Salem, Oregon, an Internet Service




Provider, we learn that NTIA’s grants have harmed his smal business. The NTIA grantee in Oregon
is undercutting the Internet access price Mr. Fields is able to offer customers. In addition, it is our
understanding that the grantee, a non-profit library, is using the federal grantsto construct facilities
to enable them to generate profits to support other library services. In other words, the NTIA grant
recipient used their “seed money” to compete in the local market and to generate a profit for an
organization that is non-profit. This is unacceptable. We tried to get Mr. Fields to come to testify
today, but he couldn’t afford to make the trip on such short notice. As a small business owner. Mr.
Fields has to fight to stay in business, especially when he competes against organizations receiving
federal subsidies.

| am aso concerned about the operating efficiency of NTIA. With respect to the TIIAP grant
program alone, NTIA is spending between 10-13% of the money Congress appropriates for this
program on administrative expenses. This percentage is simply way too high when compared to
administrative costs of other government programs. In addition,.NTIA may be performing functions
that are no longer necessary, overlap with other agencies, or are simply irrelevant given today’s
economic and deregulatory telecommunications environment. There comes a point when we have
to realize that we are just wasting taxpayer dollars.

In addition, this Committee needs to take a serious look into the NTIA labs located in
Boulder, Colorado. We have heard comments that suggest that the ITS lab is beneficial to othei
government agencies and to the private sector. If thisis accurate, thereis no reason why the ITS lab
cannot be sold to the private sector. The functions of ITS could be maintained and continued in a
private entity. The government agencies could contract with a private entity on a confidential basis
on any necessary research projects.

The attraction of ITS's functions from the private sector’s perspective does seem quite
dubious. Little of ITS s operating budget comes from the private sector -- for FY 1997 only 1.5%
of ITS soperating budget came from private sector agreements. This suggests that either ITS does
not support private sector initiatives or that the Federal government is conducting research for the
private sector without being compensated. In these times of limited budgetary spending. the
American people should expect better. We can no longer perform research for the sake of doing
research. We do not need to provide implicit “seed” research to private industry, especialy the
highly profitable telecommunications industry.

I look forward to the testimony of the witnesses before us today. | thank the Chairman for
hisindulgence.



